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As the date for a ratification vote in the US Congress on the North American Free Trade Agreement
(NAFTA) approaches, the trilateral trade treaty suffered yet another setback on Oct. 25 with the
overwhelming victory of the Liberal Party in Canadian federal elections. Liberal Party leader Jean
Chretien, who will become Canada's next Prime Minister, told reporters on Oct. 27 that his country
will not implement NAFTA until changes are made to improve NAFTA's provisions on energy,
subsidies, and dumping. "There are five conditions [for improving NAFTA]," Chretien said. "Two
[of these] have been dealt with," he added, referring to the parallel accords on the environment and
labor already agreed to by the three countries. Chretien said he discussed his position in separate
telephone conversations with Presidents Bill Clinton and Carlos Salinas de Gortari. However,
he said he will not offer any specific proposals, pending the designation of a new cabinet next
week. "I talked with President Clinton and President Salinas and we have mentioned the problem
of NAFTA," said Chretien. "They know my position. We did not discuss anything substantial."
According to Canadian political analysts, the Liberal Party's victory reflected strong discontent with
Canada's high unemployment rate, which was blamed on the policies of former prime minister
Brian Mulroney. Under the Mulroney administration, Canada negotiated both the 1989 US-Canada
Free Trade Agreement (FTA) and the trilateral NAFTA. In fact, some Canadian labor unions blame
the FTA for the transfer of Canadian jobs to the US. The rejection of Mulroney's policies was so
strong that in the parliamentary elections, his Progressive Conservative Party (PCP) won only two
seats in the House of Commons, down from 153 that the PCP held previously. In the US Congress,
NAFTA opponent Rep. David Bonior (D- Michigan) said he viewed the election of Chretien as a
clear statement of rejection against NAFTA. Rep. Bonior suggested the Clinton administration
should scrap the current treaty altogether and start negotiations on a new agreement. For his part,
Rep. Robert Torricelli (D-NJ), who is still undecided on the ratification vote, urged Clinton to cancel
the vote on the NAFTA enabling legislation, due to be introduced on Nov. 17. "The Congress is
now being asked to approve an agreement in which one of the principal participants is seeking
renegotiation," Torricelli said in a letter to Clinton. "While I understand your desire to proceed on
an expedited basis...this decision should be made with all considerations known and with certainty
as to the intentions of our partners." Meanwhile, the Salinas administration and some US legislators
have increased the intensity of their efforts to promote NAFTA by emphasizing the importance of
the treaty to ongoing negotiations in the Uruguay Round of the General Agreement on Tariffs and
Trade (GATT). Both agreements are facing deadlines for approval before the end of 1993. NAFTA
is scheduled to be introduced for ratification in the US House of Representatives on Nov. 17, while
the latest deadline to conclude seven years of negotiations for GATT's Uruguay Round has been set
for Dec. 15. In fact, the relationship of the two treaties was a central theme discussed at a meeting
of the International Chamber of Commerce in the Mexican resort of Cancun on Oct. 22, attended
by more than 1,000 business leaders from 68 countries. Claudio Gonzalez, chief adviser on foreign
trade to President Salinas, told conference participants that defeat of NAFTA in the US Congress
would send negative signals to those involved in the GATT negotiations. According to Gonzalez, if
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the Uruguay Round ends in failure, then most countries will resort to protectionism, which would
harm both developed and developing nations (for previous coverage of the Latin American response
to the possible breakdown of the Uruguay Round, see Chronicle of Latin American Economic
Affairs, 09/30/93). On the other hand, Japanese Planning Minister Yasuo Tanabe suggested that
approval of GATT should take precedence over NAFTA. He complained that those sections of
NAFTA which reduce or eliminate tariffs for products with North American content discriminate
against products with components coming from outside the region and therefore represent a
form of protectionism. He said NAFTA might result in increased tariffs on such Japanese items
as textiles, semiconductors, automobiles, and televisions. But Trade Secretary Jaime Serra Puche,
also addressing the International Chamber of Commerce, sought to ease the concerns of Tanabe
and other participants. "Far from creating obstacles to the region's trade relationship with the
rest of the world, NAFTA creates ample opportunities for better trade," Serra said, underscoring
Mexico's commitment to free trade. Since joining GATT in 1986, Mexico has cut import tariffs
to an average of about 11% from as high as 100%. Also, most permits once required for imports
have been eliminated. The repercussions on GATT of a NAFTA defeat were also addressed by
Rep. Jim Kolbe (R-Ariz), who led a delegation of 18 members of Congress to Mexico on Oct. 23 to
discuss issues related to the treaty with President Salinas. Kolbe warned that a defeat of NAFTA
could indeed lead to a failure of the Uruguay Round of GATT and damage efforts to create a free
trade zone throughout the Americas. This was the second delegation of US legislators to travel to
Mexico to meet with Salinas in less than one month. The latest delegation, which also included
staunch NAFTA supporter Rep. Bill Richardson (D-NM), was more sympathetic to NAFTA than
an earlier delegation, which included Rep. Collin Peterson (D-Minn) and other strong NAFTA
opponents (see SourceMex, 10/20/93). Meantime, President Clinton's efforts to persuade undecided
members of Congress to support NAFTA received a setback on Oct. 25 with release of a report
from the Congressional Joint Economic Committee. The report questioned conclusions reached
in studies which have been cited by the administration regarding the potential for job creation
under NAFTA. Committee chairman Rep. David Obey (D-Wis) suggested that other reports
detailing possible displacement of workers under NAFTA provide more concrete evidence than
the administration's report on job creation. President Clinton must also find an alternative to his
plan to increase surcharges on international travel, which is aimed at raising income to offset the
anticipated loss in tariff revenues under NAFTA. Republicans have rejected the plan, characterizing
it as a "tax on the travel industry." In a letter to Clinton, Sen. Slade Gorton (R-Wash) wrote that,
by advocating a higher fee on international travelers, "You are in the process of losing supporters
without converting any opponents." But the White House remains confident some sort of agreement
will be reached with Republicans. "We'll come up with a consensus approach to paying for the
small loss in revenue," US Trade Representative Mickey Kantor told reporters. "Members may have
even better or modified options that we're more than happy to look at." During October, President
Clinton gained new supporters for NAFTA among some undecided Democrats, including Sen. Carol
Moseley Braun (D-Ill) and Rep. Joseph Kennedy (D-Mass). On the other hand, the President lost the
support of Sen. Jay Rockefeller (D-West Virginia). "It is a risk that I have concluded we should not
take right now," Rockefeller told reporters. "We shouldn't have to sacrifice any more jobs or lose any
more plants." In another effort to secure the support of Democrats who remain undecided or who
oppose NAFTA, the Clinton administration is considering a proposal under which US participation
in NAFTA would take place on an "experimental basis" during the first three years after treaty
ratification. The proposal would be based on a clause in NAFTA which allows each country to
withdraw unilaterally from the treaty after providing notice six months in advance. By characterizing
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participation as "experimental," legislators who face strong opposition to NAFTA in their home
district could remind constituents that the US has the option of withdrawing from NAFTA if job
losses occur. "It could make the difference in five or 10 Democratic votes," Rep. Richardson told
the New York Times. However, NAFTA opponents such as Rep. Richard Gephardt (D-Missouri)
and AFL-CIO secretary-treasurer Tom Donahue rejected Clinton's proposal. "I don't think it solves
the problem," said Gephardt in a television news interview. For his part, Donahue warned that the
initial years of NAFTA could cause irreparable damage. "The greatest damage of this would be
done in the first five to 10 years," he said. (Sources: Los Angeles Times, 10/16/93; Agence FrancePresse, 10/19/93, 10/20/93, 10/22/93; Spanish news service EFE, 10/23/93; Notimex, 10/19/93, 10/22/93,
10/23/93, 10/26/93; New York Times, 10/19/93, 10/23/93, 10/26/93; USA Today, 10/26/93; Associated
Press, 10/20/93, 10/22/93, 10/23/93, 10/26/93, 10/27/93; Reuter, 10/26/93, 10/27/93)
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